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Current Trends 


The predicted easing of the money supply by the Federal Reserve Board has 
occurred. The Fed reduced its discount rate...the interest it charges its member banks 
. from 5% to 5% percent. Following this move...a number of leading banks in the 
country reduced the prime rate...the interest charged their most creditworthy corporate 
customers. .. from 62 to 6% percent. 


Construction industry analysts...on the strength of the substantial acceleration of 
housing starts in recent months, compared to the rate of starts in 1975... are predicting a 
strong upward movement in lumber and wood product prices. Recent increased activity in 
lumber and plywood futures seems to bear out these forecasts. However. ..it might be as 
much as a year before the impact of the futures activity is felt by homebuilders. 


While overall housing starts in October showed a slight decline from the September 
rate. . . single-family starts were higher than September... and reached the highest level since 
February 1973. It was in the sluggish multifamily area. ..in the 5-or-more unit structures 

. that the drop occurred. Multifamily starts in October were at the seasonally-adjusted 
annual rate of 370,000 units. .. compared to the September rate of 452,000 units. 


The decline in starts in October affected the entire country...except for the 
Northeast. Both the starts and permits issued rate increased slightly in that section of the 
Nation. The South... which has recently been a leader in housing activity. ..suffered the 
deepest drop in both starts (15 percent) and permits (14 percent). 


Mobile home shipments in October increased for the third consecutive month... up 
to an annual rate of 277,000 units...9 percent higher than September. .. and 22 percent 
above the September 1975 rate. .. according to the Manufactured Housing Institute. 


The F.W. Dodge Division of McGraw-Hill reported actual housing starts in the third 
quarter of 1976 reached 386,399 units...an increase of 7.6 percent above the second 
quarter of 1976...and 26.7 percent higher than the third quarter of 1975. Of this 
number. . . 93,841 units were apartments. .. up 43 percent from the corresponding quarter of 
1975. Chicago led the country in starts for the 3-month period just past with 9,792 units. 
This was followed by Los Angeles-Long Beach (7,655 units)... Santa Ana-Anaheim-Garden 
Grove (7,440)... Dallas (6,840)...San Diego (6,225)...Detroit (5,469)...San Francisco 
(4,876). .. Houston (4,796). .. Baltimore (4,573). . . and Seattle-Everett (4,528). 


HUD’s monthly report on mortgage activity for September shows home mortgage 
loans closed during the month reached $10.0 billion. .27 percent higher than in September 
last year. Originations of multifamily loans were about the same amount as a year 
ago... $1.0 billion. Savings and loan associations continued to dominate the home loan 
market... accounting for 59 percent of the originations...compared to 54 percent in 
September 1975. The market share for commercial banks dropped slightly... from 18 to 17 
percent... while the proportion for mortgage companies fell from 17 to 14 percent. The 
S&Ls were also the largest source of multifamily loans. .. making 42 percent of the loans 
closed in September. Commercial banks, mortgage companies, Federal Agencies, and Mutual 
Savings Banks accounted for another 46 percent. 





Mortgage Limits Raised 


An increase in the maximum mortgage limits which apply to two FHA mortgage 
insurance programs have been announced by HUD. 


The raises apply to the Section 235 Program... providing for federally-subsidized 


mortgage interest payments...and Section 221(d}2)...a low- and moderate-income insur- 
ance program. 


In each case...the mortgage limits are increased from $21,000 to $25,000 for a 
3-bedroom unit, and from $25,000 to $29,000 for a 4-bedroom unit. In high cost 
areas. .. these amounts may be increased by $4,000. 


In addition, HUD announced a change in the income eligibility limits of those 
purchasing Section 235 subsidized housing. This change... and the mortgage limit revision 
... implement amendments to the National Housing Act enacted this year. 


The Act specifies that the income limit for initial occupancy of Section 235 housing 
cannot be more than 95 percent of the median income for the area. .. with adjustments for 
smaller and larger families determined by HUD. These adjustments take into account such 
factors as construction costs and unusually low median-income areas. 


The percentages of median-income for families of various sizes are: one person, 67 
percent; two persons, 76 percent; three persons, 85 percent; four persons, 95 percent; five 


persons, 101 percent; six persons, 107 percent; seven persons, 113 percent; and eight or 
more, 119 percent. 


The amendments were published in the Federal Register on November 19... and 
became effective on publication. 


* 
1977 Will Be Good Housing Year, Economists Say 


A group of economists. . . attending a meeting sponsored by the National Association 
of Home Builders. . . citing various recent trends. .. among them increased housing starts and 
permit issuances in September. .. ample mortgage funds in lending institutions. .. and lower 
interest rates... predicted that 1977 will be a good housing year. Their estimate was that 
housing starts will increase about 30 percent this year...to about 1.5 million. In 
1974. ..the rate of starts was a 29-year low of under 1.2 million units. For 1977... the 
consensus is a 15 percent rise above this year to 1.7 million units. 


The group also expects mobile home shipments to improve...from 25 to 30 
percent. .. to the 350,000-unit range in 1977... from 270,000 this year. 


Another noted expert on construction trends. .. George A. Christie, Chief Economist 
of McGraw-Hill. .. agrees with the others...and expects 1977 construction volume to top 
$114 million...up 12 percent over 1976. This will include over 1 million single-family 
houses and 600,000 apartment units totaling $49 billion of the $114 billion. He also foresees 
a “partial recovery” in commercial and industrial construction in the range of 10 percent 
above the current year’s level. 


* 
Slide Series Available 


The Rural Housing Alliance has prepared a set of 72 slides. ..plus a tape cassette 
...that can be used to introduce the FmHA Rural Rental Housing Program to groups 
interested in providing better housing for low-income families in their community. The slides 
plus tape review the major steps in preparing a Section 515 loan application. The tape has an 
audible signal on one side to indicate when the slides should be changed. The other side of 
the tape has an inaudible pulsed version...that when used with the proper equipment 
... automatically changes the slides. Price: $35... from RHA, 1346 Connecticut Ave., N.W., 
Washington, D.C. 20036. 





New Public Housing Regs Proposed 


On November 18. ..HUD published proposed amendments to existing Public Housing 
regulations. .. which spell out general requirements, basic policies, and approaches Public 
Housing Authorities must meet and comply with in order to share in a new HUD allocation 
of $120 million for 33,000 additional Public Housing units to be authorized in the 
immediate future. 


The proposals include both new and relatively old approaches intended to promote 
faster construction of units...while at the same time assuring their financial stability. 
Secretary Hills said that under the proposed regulations, these units would offer primarily 
scattered site or other low-density housing for large families whose needs are not being met 
by other housing programs. 


The older approach generally calls for the mandatory use of ‘turnkey’ development 
which can have a Public Housing project ready for occupancy more than a year faster than 
the conventional bid method. 


‘Turnkey’ is a method under which PHAs invite proposals from developers to meet 
specific housing needs. The Authorities then commit themselves to buy the projects on 
completion, when the developer turns over the key. HUD has found this method is 
substantially more efficient than the conventional approach. 


Under the new approach... the projects would be reqviced to pay their own way for 
at least 5 years solely on the basis on rents from tenants. Public Housing Authorities (PHAs) 
must certify they can do so in order to be eligible for the funds HUD will be allocating in 
the months ahead to finance the 33,000 Public Housing units ultimately worth a total $4 
billion. 


The Secretary said the self-supporting requirement would require a wider income mix 
of tenants, with rent levels producing a balanced revenue source that would help PHAs avoid 
the financial dilemmas of the past. 


The funds...soon to be allocated...will enable PHAs to pay for approximately 
15,000 new or substantially rehabilitated Public Housing units, to purchase an estimated 
12,000 existing apartments for Public Housing use, and to build 6,000 units of subsidized 
housing for Indians. By Congressional mandate...up to $85 million can be used for new or 
substantially rehabilitated units...with the remaining $35 million for existing units not 
requiring rehabilitation. 

Interested persons are invited to submit their written comments on the proposed 
amendments to the Rules Docket Clerk, Office of the General Counsel, Room 10245, HUD, 
Washington, D.C. 20410. All relevant material received by December 20 will be considered 
before adoption of the final rules. Copies of comments will be available for public inspection 
during normal business hours at the above address. 


* 


Bank America to Restore Housing 


The Nation’s largest bank... Bank of America. .. plans to create a new subsidiary to 
buy and restore abandoned and substandard housing and make it available to middle-income 
families and individuals. 


The new entity...the BA City Improvement & Restoration Program Cor- 
poration. .. will begin activities in East Oakland, California... with the purchase and 
rehabilitation of 30 houses. .. to be placed on the market when completed at a modest price. 
It will later move into other California communities. The President of Bank America said the 
Corporation would operate on a nonprofit basis. 


This is the second neighborhood improvement venture in which Bank America has 
been engaged. In January 1975 it began a special program of low-cost loans to qualified 
residents of neighborhoods undergoing upgrading in cities in California. 





Women Entering Labor Force at ‘Extraordinary’ Rate 


A Labor Department report says that “Women are entering the labor market at an 
extraordinary pace.” In the past few months...there has been a net increase of more than 
1.1 million women over 16 who have taken jobs or are seeking jobs. This increases the total 
of women in the labor force to 38.8 million. Most of the newcomers are in the 25 to 44 age 
group. .. women who in the past have stayed home and tended to the children. 


Eli Ginzburg, a Columbia University professor, and chairman of the National 
Commission on Manpower Policy... referred to the movement as “the single most out- 
standing phenomenon of this century. Its long-term implications are absolutely unchartable. 
It will affect women, men, and children, and the cumulative consequences of that will be 
revealed only in the 21st and 22nd centuries.” 


Obviously... this movement of women into the labor force and its effect on both 
income and life styles is bound to have a major impact on housing and community 
needs. .. as well as in many other segments of American life. 


* 


Single-Family Home Demand to Rise 


Speaking to the Annual Convention of the National Association of REALTORS in 
Houston, Kennon V. Rothchild. .. newly-elected president of the Mortgage Bankers Associa- 
tion. .. predicted that a record number of young people will enter the home-buying market 
in 1977...and would bring about a huge demand for 1-family houses. This would be 
reflected both in the sale of existing houses. ..as well as in new houses... and will result in 
1.3 million single-family housing starts in 1977... compared to 1.1 million in 1976. 


“Assuming that inflation is kept under rein... and that business and Government do 
not make excessive demands on the credit market. ..and the Government does not try to 
artificially stimulate apartment building...the next decade will be a ‘golden era’ of 
single-family housing. . . outstripping even the boom of the 1950’s”... Mr. Rothchild said. 
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